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independent Auditors’ Report

Board of Directors
The daVinci Institute
Jackson, Michigan

We have audited the accompanying financial statements of the governmental activities, each major fund, and
the aggregate remaining fund information of The daVinci Instituie, as of and for the year ended June 30, 2008,
which colleclively comprise The daVinci Institute’s basic financial statements as listed in the table of contents.
These financial statements are the responsibility of The daVincl Institute’s management. Our responsibility is
to express opinions on these financial statements based on our audit.

We conducied our audit in accordance with auditing slandards generally accepted in the United Siales of
America and the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller Generat of the United States. Theose standards reguire that we plan and perform the audit
o obtain reasonable assurance ahout whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinions.

in our opinion, the financial statements referred to above present fairly, in aif material respects, the respective
financial position of the governmental activities, each major fund, and the aggregate remaining fund information
of The daVinci institute as of June 30, 2008, and the respective changes in financiat pesition, thereof for the
year then ended, in conformity with accounting principles generally accepted in the United Siales of America.

in accordance with Government Audifing Standards, we have also issued a report dated October 1, 2008, on
our consideration of The daVinci Instituie’s internal control over financial reporting and on our tesis of
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is 1o describe the scope of our testing of internal control over financial reporting and
compliance and the resulis of that testing and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be considered in conjunction with this report in considering the
results of our audit.

The management's discussion and analysis and budgetary comparison information, as listed in the table of
conients, are not a required part of the basic {inancial statements but are supplemental information required by
the Governmental Accounting Standards Board. We have applied certain limited procedures, which consisted
principally of inguiries of management, regarding the methods of measurement and presentation of the
reguired supplemental information. However, we did not audit the information and express no opinion on it.

WiLnis & Jurasex, P.C. Phone Nuniber, (517) “84-860i

2545 Spring Arhor Road Fax Numiber: 03177 TR 9872
Suite 206 E-Madi wiliis@ wilispe com

Jacksonn, MTAZ2003- 3090 i W sie waww willispe.com



Board of Directors
The daVinci Institute

Our audit was conducted for the purpose of forming epinions on the financial statements that coliectively
comprise The daVinci Insiitute’s basic financial statements. The accompanying other supplemental
information, as identified in the table of contents, is presented for the purpose of additional analysis and is not a
required part of the basic financial statements. The other supplemental information has been subjected to the
auditing procedures applied in the audit of the basic financial statemenis, and, in our opinion, is fairly stated in
all material respects, in refation to the basic financial sigiements taken as a whole.

“C_.

Wllhs & Jurasek, P.

Qctober 1, 2008



The da Vinci Institute
Management's Discussion and Analysis
Year Ended June 30, 2008

As administration of The da Vinci Institute, County of Jackson, State of Michigan ("the Academy”), we offer readers
of the Academy's financial statements this narrative overview and analysis of the financial aclivities of the Academy
for the fiscal year ended June 30, 2008,

Financial Highlights

+» The assets of the Academy exceeded its liabilities at the close of the most recent fiscal vear by
$1,171,921 {net assets). Of this amount, $489,538 (unrestricted net assets) may be used to meet
the Academy’s ongoing obligations to students and creditors.

¢ The Academy's total net assets increased by $128,235. The increase represents the degree to
which increases in ongoing revenues exceeded similar increases in ongoing expendituras.

+ The Generai Fund had a net change in fund balance of $30,096. At the end of the vear, the total
fund balance for the General Fund was $492, 3681 or 22.3 percent of the total General Fund
expenditures and outgoing transfers.

Using this Annuzl Report

This znnua! report consists of a series of financial statements and notes o those statements. The statements are
organized so the reader can understand the Academy financially as a whoie. The Districk-Wide Financial
Statements provide information about the activities of the whole Academy, presenting both an aggregate view of
the Academy's finances and a longer-term view of those finances. The financial statements then proceed to provide
an increasingly detailed look at specific financial activites included in the fund financial statements. For
governmental activities, these statements tell how services were financed in the short-term as well as what remains
for future spending. The fund financial statements provide information about the Academy’s most significant funds —
the General Fund and the non-major funds.

Reporting the District as a Whole

The Statement of Net Assets and Statement of Activities — One of the most important guestions asked about
the Academy's finances is, “Is the Academy better off or worse off as a result of the year's activities?” The
Statement of Net Assets and the Statement of Activities, which appear first in the Academy's financiail statements,
report information about the Academy as a whole and about its activities in a manner that helps to answer this
guestion. These statements include all assets and liabilities of the Academy using the accrual basis of accounting,
which is similar to the accounting used by private-sector corporations. However, the Academy's goal is to provide
services to our students, not to generate profits, as private-sector corporations do. All of the current years
revenues and expenses are faken into consideration regardless of when cash is received or paid.

The Statement of Net Assets and Statement of Activities present information about the following:
Governmental Activities —~ All of the Academy's basic services are considered to be governmental activities,

including instruction, support services, community services and transfers o other iocal districts. Intergovernmental
revenues, {unrestricted and restricted State Aid), and charges for services finance most of these activities.

il



The da Vinci Institute
Management's Discussion and Analysis
Year Ended June 30, 2008

These two statemenis report the Academy’s net asseis and changes in them. The change in net assets provides
the reader a tool to assist in determining whether the Academy's financial health is improving or deteriorating. The
reader will need to consider other non-financial factors such as property tax base, political conditions at the State
Capitol, student enroliment growth, birth rates, and facility conditions in arriving at their conclusion regarding the
overall heailth of the Academy.

The district-wide financial statements can be found on pages 1 and 2 of this report.

Reporting the Academy’s Most Significant Funds

Fund Financial Statements — The fund financial statements provide detailed information about the most significant
funds - not the Academy as a whole. The fund financial statements begin on page 3 and provide detailed
information about the most significant funds. The fund statements are formatted to comply with the iegal
reguirements of the Michigan Depariment of Education’s “Accounting Manual.” The Academy has only one type of
fund, the governmental funds.

In the fund financial statements, capital assels are reported as expenditures in the year of acquisition. No asset is
reported. The issuance of debt is recorded as a financial resource. The current year's payments of principal and
interest on long-term obiigations are recorded as expenditures. Future years’ debt obligations are not recorded.

Governmental Funds — All of the Academy’s activities are reported in governmental funds, which focus on how
money flows into and out of those funds and the balances left at year-end available for spending in future periods.
These funds are reporied using an accounting methed called medified accrual accounting, which measures cash
and other financial assets that can readily be converted to cash. The governmental fund statements provide a
detailed short-term view of the Academy’s general governmental operations and the basic services it provides.
Governmental fund information helps you determine whether there are more or less financial resources available to
spend in the near fulure to finance the Academy’s programs. The relationship (or differences) between
governmental activities {reported in the Statement of Net Asssets and the Statement of Activities) and governmental
funds is reconciled in the basic financial statements.

The basic governmental fund financial staterments can be found on pages 3 and & of this report.
Additional Information — The Notes to the Financial Statements provide agditional information that is essential to
a full understanding of the data provided in the government-wide and fund financial statements. The Notes to the

Financial Statements can be found on pages 8 — 15 of this report.

Government-Wide Financial Analysis

The government-wide financial analysis focuses on the net assets and changes in net assets of the Academy's
govemmental activities. As noted earlier, net assets may serve over time as a useful indicater of a government's
financial position.



The da Vinci Institute
Management's Discussion and Analysis
Year Ended June 30, 2008

The following is a summary of the Academy’s net assets as of June 30, 2008 and 2007:

Governmental Activities

Assets: 2008 2007
Current assets $ 510423 § 473,747
Non-current assets 1.808 611 1.741.881

Totai assets 2.319.034 2215638

Liabilities:

Current liabilities 80,410 63,479
Non-current liabilities 1066703 1,108,473
Total labitities 1,147.113 1171982

Net asseis:

invested in capital assets — net of related debt 682,383 584,161
Unrestricted 489,538 458,525
Total net assets $_ 1171921 $_1.043686

The above analysis focuses on the net assets. The change in net assets of the Academy's governmental activities
is discussed below. The net assets differ from fund balances and a reconciliation of such appears on page 4.

The Academy's restricted net assets reflect its investment in capital assets (i.e. land, buildings, and equipment} less
any related debt used to acquire those assets that is still ouistanding. The Academy uses these capital assets fo
provide services to students; consequentiy, these assets are not available for future spending. Although the
Academy’s investment in its capital assets is reported net of refated debt, it should be noted that the resources to
repay this debt must be provided from ofher sources, since the capital assets themselves cannot be used to
liguidate these liabilities.

The remaining balance, of unresiricted net assets, $488,538 may be used to meet the Academy’s ongoing
obligations to citizens, creditors and {o meet student needs.



The da Vinci institute
Management's Discussion and Analysis
Year Ended June 30, 2008

The following is a summary of the changes in net assets for the years ended June 30. 2008 and 2007:

Governmental Activities

2008 2067
Revenues:
Program revenues: .
Operating granis $__185.963 $__ 184517
General revenues;
State of Michigan unrestiicted State Aid 1,823,289 1,841,768
interest and investment earnings 2814 9,631
Other general revenues 124 188 83.037
Totai general revenues 2.050.301 2.034 436
Total revenues 2236264 2,188 983
Functions/Program Expenses:
Insiruction 1,224,399 1,222,911
Support services 836.425 766,754
Community services 998 483
Interest on long-term debt 46 207 58,160
Total expenses 2108029 2,048 308
Changes in Net Assets 128,235 150,645
Net Assets — Beginning of Year 1.043.686 893,041
Net Assets — End of Year $_1.171.921 $_1.043.686

The Academy’s net assets increased by $128,235 during the current fiscal year. The increase in net assets differs
from the change in fund balances and reconciliation appears on page 8.

Since unrestricted State Axd constitutes the vast majority of the Academy’s operating revenue sources, the Board of
Directors and Administration must annually evaluate the needs of the Academy and balance those needs with
State-prescribed available unrestricted resources.

General Fund Budgeting and Operating Highlights

The Academy’'s budgets are prepared according to Michigan Law. The most significant budgeted fund was the
General Fund.

During the fiscal year ended June 30, 2008, the Academy amended the budget of this major governmental fund as
needed. State law requires that the budget be amended fo ensure that expenditures do not exceed appropriations.
A schedule showing the Academy's original and final budget amounts compared with amounts actually paid and
received is provided in required supplemental information of these financial statements,

The General Fund aciual revenues and other financing sources were $2,236,263. That amount is below the
amended budget estimate of $2,320,181.

vi



The da Vinci Institute
Management's Discussion and Analysis
Year Ended June 30, 2008

The actual expenditures and other financing uses of the General Fund were $2,206,188, which is below the
amended budget estimate of $2,330,343.

The General Fund had total revenues of $2,236,264 and ifotal expenditures and other financing uses of $2,206,168,
with a net change in fund balance of $30,096 and an ending fund balance of $482,361.

There were no significant differences between the final budget and actual amounts.

Capital Asset and Debt Administration

Capital Assets — At the end of the fiscal year 2008, the Academy had $2,206,994 invested in land, buildings,
furpiture and equipment. Cn this amount, $398,383 in depreciation has been taken over the years. We curently
have a net book value of $1,808,611.

Governmental Activities

2008 2007

Land $ 5,000 $ 5,060
Buildings 1,976,601 1,897,781
Site improvemenis 29,314 29,314
Furniture and equipment 196079 156 366
Total capital assets 2,206,994 2,088,461
Less accumulated depreciation 398.383 348 570
Net capital assets $ 1,803,611 $1.741.881

A physical addition to the High Scheol, consisting of a class room and administrative offices increased the building
asset value in 2007 and the remainder of the upgrades were completed during the 2008 year. The Academy also
upgraded technology with a local grant in 2008. .

Long-Term Debt — At June 30, 2008, the Academy had iotal debt outstanding of $1,126,228. The debt is for bonds
through Citizen's Bank.

Governmental Activities

2008 2007
Bonds $ 1108473 $ 1,157,730
Capital Lease , 17.755 -
Total $_1.126.228 $_1.157.730

The Academy's total debt decreased by $31,502 during the current fiscal year.

Additional information on the Academy’s long-term debt can be found in Note 7 on pages 13 - 14 of this report.

vii



The da Vinci Institute
Management's Discussion and Analysis
Year Ended June 30, 2008

Economic Factors and Next Year's Budgets and Rates

On March 15, 1994, the electors of the State of Michigan approved a ballot proposition to amend the State
Constitution of 1863, in part, to increase the State sales tax from 4% to 6% as part of a complex plan to restructure
the source of funding of public education (K-12} in order to reduce reliance on local property taxes for operating
purposes and o equalize the per pupil finance resource disparities among school districts. The State aid package
passed by the Legislature as part of the school finance reform legislation instituted a per pupil foundation guarantee
beginnirg in fiscal year 1894-1995. In following vears, the foundation guarantee may be adjusied by an index
based upon the change in revenues to the Sfate school aid fund and change in the total number of pupils
statewide, and the spread between the high and low pupil guarantee will be reduced. The foundation guarantee
consists of State scheol aid. The source of revenues for the State's contribution to the foundation allowance is
derived from a mix of taxing sources, including but not limited to, a statewide property tax of six mills on all property
(homestead and non-homestead), a State sales and use tax, a real estate transfer tax and a cigarette tax.

The following factors were censidered in preparing the Academy's budgets for the 2008-2008 fiscal year:

« Stale aid membership based on an 80-20 percent blended count
= A freeze on capital expenditures
= No significant changes in student enrcliment

Reguests for information

This financial report is designed to provide a general overview of The da Vinai Institute's finances for all those with
an interest in the Academy's finances. Questions concerning any of the information provided in this report or
regquests for additional information should be addressed to:

Donald R. Tassie
The da Vinci institute
2255 Emmons Road
Jackson, M! 492011
Phone: 517 796-0031%
Fax: 517 786-0320

viii



The daVinci Institute
Statement of Net Assets
June 30, 2008

Governmental
__Activities
Assets:
Cash and investmenis $ 136,004
Recevables:

Due from other governmental units 374,688
Prepaid expenses (259)
Capital assets less accumulated depreciation of $393,383 1,808,611

Total assets 2.318.034
Liabilities:
Deferred income 7,500
Accrued interest 2,823
Other liabilities 10,562
Long-term liahilities:
Other obligations, due within one year 69,525
Other obligations, due in more than one year 1.056.703
Total liabilities 1,147,413
MNet Assets:
Investment in capital assets - net of related debt 682,383
Unrestricted _ ... 489,538
Total net assets $_ 1,171,921

See Notes to Financial Statements.



Functions/Programs

Primary Government
Governmental activities:
instruction
Support services
Cormmunity services
interest on long-term debt

Total governmental activities

See Notes to Financial Staterments.

The daVinci Institute
Statement of Activities
Year Ended June 30, 2008

Governmental

Program Revenues Activities
Nat (Expenses)
Operating Revenues and

Charges for Grantsf Change in
Expenses Services Contributions  Net Assets
$ 1224389 8 -5 185963 §  (1,038,436)
836,425 - - (836,425)
098 - - (998)
46 207 - - {46 207)
$ 2108029 % -5 185,963 {1,922 066)

General revenues:

State aid not restricted to specific purposes 1,923,289
interest and investment earnings 2,814
Other 124,198
Total general revenues 2,050,301
Change in Net Assets 128,235
Net Assets - Beginning of Year 1,043 886
Net Assets - End of Year & 1171821



The daVinci Institute
Balance Sheet
Governmental Funds
June 30, 2008

Assets

Cash
Receivables:
Due from other governmental units
Prepaicd expenditures
Total assets

Liabilities and Fund Balances

Liabilities:
Accrued expenditures
Deferred revenue
Total liabilities

Fund Balances:
Unreserved:undesignated

Total fund balances

Total liabilities and fund balances

See Notes to Financial Statements.

_ General

$ 136,004

374,688
{269}
$ 516,423

10,562

7,500

18062

492 361
492 361

R L S L LY

$ 510,423



The daVinci institute
Reconciliation of the Fund Balances of the Balance Sheet of Governmental Funds to Net Assets
of Governmental Activities on the Statement of Net Assets
Governmental Funds
June 30, 2008

Total Fund Baiances - Governmental Funds % 497 361

Amount reported for governmental activities in the Statement
of Net Assets are different because:
Capital assets used in governmental activities are not financial
resouices and are not reported in the funds.

The cost of the capital assets is $ 2,206594
Accumutated depreciation is {388,383}
1,808,611
Long-term liabilities not due and payable in the current period
and not reported in the funds:
Bonds {1,126,228}
Accrued interest payable is not included as a liability In
governmental activities. (2,823)
Totaj Net Assets - Governmental Activities ¢ 1171,921

See Notes to Financial Statements.



The daVinci Institute
Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds
Year Ended June 30, 2008

General
Revenues:
Local sources $ 35,160
State sources 1,889,978
Federal souices 108,273
Interdistrict and other 90.853
Total revenues 2,236,264
Expenditures:
Instruction 1,261,804
Support services 832,340
Community services 998
Debt service 111,028
Total expenditures _ 22056168
Net Changes in Fund Balances 30,096
Fund Balances - Beginning of Year 462 265
Fund Balances - End of Year $_ . 492361

See Notes to Financial Statements.



The daVinci Institute
Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances
of Governmental Funds to the Statement of Activities
Governmental Funds
Year Ended June 30, 2008

Net Change in Fund Balances - Total Governmental Funds $ 30,088

Amounts reported for governmental activities in the Statement
of Activities are different because:
Governmental funds report capital outlays as expenditures; in the
Statement of Activities, these costs are allocated over their estimated
useful lives as depreciation.

Depreciation expense ¥ {51,813}
Capital outiay 118,533
66,720
Accrued interest is recorded in the Statemnent of Activities when incurred;
it is not reported in governmental funds until paid. (83}
Bond proceeds are reported as financing sources in governmentat funds
and thus contribute to the change in fund balance. In the Statement of Net
Assets, however, issuing debt Increases long-term liabilities and does not
affect the Statement of Activities. Similarly, repayment of principal is an
expenditure in the governmental funds but reduces the liability in the
Statement of Net Assets.
Capital lease proceeds (33,400
Principal repayments 54.902
31,502
Change in Net Assets of Governmental Activities $ 128,235

See Notes to Financial Statements.



The daVinci Institute
Statement of Fiduciary Net Assets
Fiduciary Funds
June 30, 2008

Agency Fund -
Student
Activities
Assels:
Cash and cash equivalents 5 . 5993
Total assets b 5,993
Liabilities:
Cue to student groups 5,893
Totat liabilities $§ 5993

See Notes to Financial Statemaeants.



The daVinci institute
Notes to Financial Statements

Note 1 - Summary of Significant Accounting Policies

The hasic financial statements of The daVinci Institute {"the Academy”’) have been prepared in conformity
with accounting principles generally accepted in the United States of America (GAAP) as applicable to
governmental units. The Governmental Accounting Standards Board is the accepted standard-setting body
for establishing governmental accounting and financial reporting principles. The more significant of the
Academy's accounting policies are described below.

Reporting Entity

The Academy was esteblished under the provisions of the State of Michigan as & Public School Academy.
Public School Academies are formed pursuant to the Michigan School Code of 1976 as amended by Act
Number 416 of the Public Acts of 1994, Act Number 416 became effective March 30, 1985. The Academy
has contracted with Cenfral Michigan University's Board of Trusiees to charter a Public School Academy.
The Academy operates under an appointed Board of Directors and provides education needs for grades K —
12.

The accompanying financial statemenis have been prepared in accordance with criteria established by the
Governmental Accounting Standards Board for determining the various governmental organizations o be
included in the reporting entity. These criteria include significant operational financial relationships that
determine which of the governmental organizations are a part of the Academy's reporiing entity, and which
organizations are legally separate, component units of the Academy. Based on the application of the criteria,
the Academy does not contain any component units.

District-Wide and Fund Financial Statements

The district-wide financial statements {i.e., the Stalement of Net Assets and the Statement of Activities)
report information on ali of the non-fiduciary activities of the primary government. For the most part, the
effect of interfund activity has been removed from these siatements. Governmental activities, which
nermally are supported by taxes and intergovernmental revenues, are reported separaiely from business-
type activities, which rely to a significant extent on fees and charges for support. Al of the Academy's
governmenti-wide activities are considered governmental aclivities.

The Statement of Activities demonsirates the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct expenses are those that are clearly identifiabie with a
specific function. Prograrm revenues include {1) charges to customers or applicants who purchase, use, or
directly benefit from goods, services, or privileges provided by a given function, and (2) grants and
contributions that are restricted to meeting the operational or capital requirernents of a particuiar function.
Taxes, intergovernmental payments, and other items not properly included among pregram revenues are
reported instead as general revenue.

Separate financial statements are provided for governmental funds and fiduciary funds, even though the
latter are excluded from the district-wide financial statements. Major individual governmental funds are
reported as separate columns in the fund financial statements.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

District-Wide Statements — The district-wide financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting. Revenue is recorded when earned and
expenses are recerded when a liability is incurred, regardless of the timing of related cash flows. Property
taxes are recognized as revenueg in the year for which they are levied. Grants, categorical aid, and similar

itemns are recognized as revenue as soon as zall eligibility requirernents imposed by the provider have been
met.



The daVinci Institute
Notes o Financial Statements

Note 1 — Summary of Significant Accounting Policies {Continued)
Measurement Focus, Basis of Accounting, and Financial Statement Presentation {Continued)

District-Wide Statements (Continued} - As a general ruie, the effect of interfund activity has been
eliminated from the districi-wide financial statements.

Armounts reported as program revenue include (1) charges to customers or applicants for goods, services, or
privileges provided; (2} operating grants and contributions; and (3) capital grants and contributions. Internalty
dedicated resources are reported as general revenue rather than as program revenue. Likewise, general
revenue inctudes all taxes and unrestricted State aid.

Fund-Based Statements — Governmental fund financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting. Revenue is recognized as
soon as it is both measurable and available. Revenue is considered fo be available if it is collected within the
current period or soon enough thereafter to pay liabilities of the current period. For this purpose, the
government considers revenues to be available if they are collected within 60 days of the end of the current
fiscal period. Expenditures generally are recorded when a liability is incurred, as under accrual accounting.
However, debt service expenditures, as well as expenditures for claims and judgments, are recorded only
when payment is due.

Unrestricted State aid, intergovernmental grants, and interest associated with the current fiscal period are all
considered to be susceptibie to accrual and so have been recognized as revenue of the current fiscal period.
All other revenue items are considered to be available only when cash is received by the govermnment.

The Academy reports the following major governmental funds:

General Fund - The General Fund is the Academy's primary operating fund. 1t accounts for all financial
resources of the Academny, except those required to be accounted for in ancther fund.

Additionally, the governmernit reporis the following fund types:

Fiduciary Funds — Fiduciary Funds are used to account for assets held by the Academy in a trustee
capacity or as an agent. Agency Funds are cusiodial in nature (assets equal liabilities) and do not involve
measurements of results of operations. The Academy presently maintains & Student Activities Fund to
record the transactions of siudent and parent groups for school-reiated purposes. The funds are segregated
and held in trust for the students and parents.

Assets, Liabilities, and Net Assets or Equity

Peposits and Investments — Cash and cash equivalents include cash on hand, demand deposits, and
ceriificates of deposit.

The Academy reports its investments in accordance with GASB Statement No. 31, Accounting and Financial
Reporting for Certain Invesimenis and for External Investment Poofs. Under these standards, certain
investments are valued at fair value as determined by quoted market prices or by estimated fair values when
quoted market prices are not available. The standards alsc provide that certain investments are valued at
cost (or amoertized cost) when they are of a short-term duration, the rate of return is fixed, and the Academy
intends to hold the investment until maturity. Accordingly, investments in bankers’ acceptances and
commercial paper are recorded at amortized cost. The Academy had no invesiments at year end.



The daVinci Institute
MNotfes to Financial Statements

Note 1 - Summary of Significant Accounting Policies (Continued)
Assets, Liabilities, and Net Assets or Equity (Continued)

Deposits and Investments {Continued) - State statules authorize the Academy to invest in bonds, and
other direct and certain indirect obligations of the U.S. Treasury, certificates of depoesit, savings acceunts,
deposit accounts, or depository receipts of 3 bank, savings and loan association. or credit union, which is a
member of the Federal Deposit insurance Corporation, Federal Savings and Loan insurance Corporation, or
Nationat Credit Union Administration, respectively; in commercial paper rated at the time of purchase within
the three highest classifications established by not less than two standard rating services and which matures
not more than 270 days after the date of purchase. The Academy is also authorized to Invest in U.S.
Government or federal agency obligation repurchase agreements, bankers' acceptances of U.S. banks, and
mutual funds composed of investments as cutlined above.

Receivables and Payables — In general, cutstanding balances between funds are reported as “due to/ffrom
other funds." Aclivities between funds that are representative of lending/borrowing arrangements
outstanding ai the end of the fiscal year are referred to as "advances toffrom other funds.”

Trade receivables are shown net of an allowance for uncollectible amounts. The Academy has determined
the uncollectible amounts are immaterial and no provision has been recorded.

The State of Michigan utilizes a foundation allowance approach, which provides for a specific annual amount
of revenue per student based on a statewide formula. The foundation allowance is funded from 2
combination of State and local sources. Revenues from State sources are primarily governed by the School
Aid Act and the Schoo!l Code of Michigan. The State portion of the foundation is provided from the State’s
School Aid Fund and is recognized as revenue in accordance with State law and accounting principles
generally accepted in the United States of America.

The Academy also receives revenue from the State to administer certain categorical education programs.
State rules require that revenue earmarked for these programs be used for its specific purpose. Certain
categorical funds require an accounting to the State of the expenditures incurred. For categorical funds
meeting this requirement, funds received, which are not expended by the close of the fiscal year, are
recorded as deferred revenue. Other categorical funding is recognized when the appropriation is received.

Capitai Assets - Capital assets, which include land, buildings, equipment, and vehicles, are reported in the
applicable governmental activities column in the district-wide financial statements. The government defines
capital assets as assets with an initial individual cost of $5,000 or greater and an estimated useful life in
excess of one year. Such assets are recorded at historical cost or estimated historical cost if purchased or
constructed. Donated capital assets are recorded at estimated fair market value at the daie of donation.
Costs of nermal repair and maintenance that do not add to the value or materially extend asset lives are not
capiialized. The Academy does not have infrastructure type assets.

Buildings, equipment, and furniture are depreciated using the straight-line method over the following useful

lves:
Buildings and improvements 50 years
Site improvements 50 years
Furniture and equipment 5-20 years

10



The daVinci Institute
Notes to Financial Statements

Note 1 — Sumimary of Significant Accounting Policies (Continued)

Long-Term Obligations — In the district-wide financial statements, long-term debt and other long-term
obligations are reported as liabilities in the Statement of Net Assets.

Loan issuance costs are reported as deferred charges and amortized over the term of the related debt.

In the fund financial statements, governmental fund types recognize loan issuance costs during the current
period.

Fund Equity - in the fund financial statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation or are legally restricted by outside pariies for use for a
specific purpose. Designations of fund balance represent management plans that are subject to change.

When both restricted angd unrestricted resources are available for use, it is the governments’ policy to use
resiricted resources first, then unresiricted resources as they are needed.

Use of Estimates

The process of preparing financial statements in conformity with accounting principles generally accepted in
the United States of America requires the use of estimates and assumptions regarding certain types of
assets, liabilities, revenues, and expenditures. Such estimates primarily relate to unsettled transactions and
events as of the date of the financial statements. Accordingly, upon settlement, actual resulis may differ from
estimated amounis.

Note 2 ~ Stewardship, Compliance, and Accountability

Budgets are adopted on a basis cansistent with accounting principles generally accepted in the United States
of America. Annual appropriations lapse at fiscal year-end.

The Academy follows these procedures in establishing the budgetary data reflected in the financial
statements:

1. The Superintendent submits to the School Board a proposed operating budget for the fiscal year
commencing on July 1. The operating budget includes proposed expenditures and the means of
financing them. The level of control for the budgets is at the functionai level as set forth and presented
as required supplementary information.

2. Prior to July 1, the budget is legally adopted by Board of Directors resolution pursuant to the Uniform
Budgeting and Accounting Act {P.A. 621 of 1978). The Act requires that the budget be amended prior to
the end of the fiscal year when necessary to adjust appropriations if it appears that revenues and other
financing sources will be less than anticipated or so that expenditures will not be in excess of original
estimates. Expenditures shall hot be made or incurred, unless authorized in the budget, in excess of the

amount appropriated. Violations if any, for the General Fund, are noted in the required supplementary
information section.
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The daVinci Institute
Notes to Financial Statements

Note 2 — Stewardship, Compliance, and Accountability {Continued)

3. The Superintendent is authorized to transfer budgeted amounts between major expenditure functions
within any fund; however, these transfers and any revisions that alter the fotal expenditures of any fund
must be approved by the School Board.

4. Formal budgetary iniegration is employed as a management control device during the year for the
General Fund.

5 The budget was amended during the year with supplemental appropriations, the last one approved prior
to June 30, 2008. The Academy does not consider these amendments to be significant.

Note 3 - Deposits and Investments

At year-end, the Academy's depusits were reporied in the basic financial staterments in the following
categories:
Governmental  Fiduciary

Activifies Funds Total
Cash $_136.004 $_5.993 $.141,997

The breakdown for depaosits for the School Academy is as follows:

Deposits {checking and savings accounts) $.141.997

Custodial Credit Risk — Deposits

Custodial credit risk is the risk that in the event of a bank failure, the Academy's deposits may not be
returnied. The School has not adopied and State law does not require a policy for deposit custodial credit
risk. As of year-end, $46,067 of the Academy's bank balance of $152,060 was exposed to custodial credit
risk because it was uninsured and ungollateralized.

The Academy had ne investments at year-end.

Note 4 — Receivables

Receivables at June 30, 2008, consist of the following:

Other governmental units {primarily Michigan Department of Education) $.374.688

12



The daVinci institute
Notes to Financial Statements

Note 5 — Capital Asse!ls

Capital asset activity of the Academy's governmental activities was as follows:

Beginning Disposals and Year-End
Balance Additions Adiustments Balance
Assets not being depreciated —land  § 5000 & - § - $__ 5000
Capital assets being depreciated:
Buildings and improvements 1,887,781 78,820 - 1,878,601
Site improvements 29,314 - - 79,314
Furniture and eguipment 156,366 38.713 - 166,079
Subtotal 2,083.461 118,533 - 2201894
Accurnulated depreciation;
Buildings and improvements 200,938 35,667 - 236,605
Site improvemenis 8,691 1,854 - 10,645
Furniture and eguipment 136,841 14.192 - 151.133
Subtotal 348,570 51.813 - 398,383
Net capital assets being depreciated 1,736,881 66,720 - 1.803 611
Net capital assets $1741801 & 66,720 $ - $.1,808611

Depreciation expense was charged to activities of the Academy as follows:

Governmental Activities:

instruction $ 47,728
Support 4 085
$_51813

Note 7 — Long-Term Debt

The following is 2 summary of long-term debt transactions for the year ended June 30, 2008
Amounts Due

Beginning Ending Within One
Balance Additions Reductions Balance Year
Governmental activities:
Bond $ 794 841 $ - 5 32,215 $ 7682626 $ 33621
Bond 362,889 - 17,042 345 847 18,149
Capital iease - 33,400 15.645 17,755 17.7565
Total governmental activities $1,157,730 $_33.400 $_64,002 $1.126,228 $_869.525
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The da Vinci Institute
Notes to Financial Statements

Note 6 - Long-Term Debt {Continued)

Annual debt service requiremenis to maturity on the above governmental bond and loan obligations are as
follows: ’

Governmental Activities

Principal Interest Total

2008 $ 68,525 $ 53431 $ 122,956
2010 54 353 48 601 103,954
2011 57,069 46 884 103,953
2012 58,880 44 074 103,854
2013 62,925 41028 103,953
2014 - 2018 365,354 154,415 519,769
2018 - 2023 386,268 55,806 443 675
2024 - 2025 70.853 1,815 72.668

Total $1.128,228 $.448 054 $1.574 282

Long-term debt consists of:

Bond — Citizens Bank;
due in monthly instaliments of $5,467 including
interest at 4.28%, adjustable every 5 years $ 762,626

Bond — Citizens Bank;
due in monthly installments of $3,196 including
interest at 5.8% 345 847

Capital lease — Leaf Financiat Corporation;
due in monthly installments of $1,584 including

interest at 12 72% 17,755
Total long-term debt $1,126.228

Note 8 — Leases

The Academy leases land for the high school and adminisirative building from a local community coliege.
The lease period s November 20, 2000 through November 19, 2030. The lease calls for annual payments
over the thirty year period of $5 annually.

Note © — Federai and State Grants
The Academy has received federal and State grants for specific purpeses that are subject to review and

audit by the grantor agencies. Although such audits could generate expenditure disallowance under terms
of the grants, management believes that any required reimbursements would not be material.
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The daVinci institute
Notes to Financial Statements

Note 0 — Defined Benefit Pension Plan and Post-Employment Benefits

Plan Pescription — The Academy participates in the Michigan Public School Empioyees' Retirement System
{MPSERS), a statewsde, cost-sharing. multiple-employer defined benefit pension plan administered by the
ning-member board of the MPSERS. The MPSERS provides retirement benefits and postretirement benefits
for hezith, dental and vision. The MPSERS was established by Public Act 136 of 1945 and operates under
the provisions of Public Act 300 of 1880, as amended. The Michigan Public School Employees’ Retirement
System issues a publicly available financial repont that includes financial statements and required
supplementary information for the system. That repoit may be obtained by writing to Michigan Public School
Employees’ Retirement System, P.O. Box 30028, Lansing, Ml 48909 or by calling (517} 322-6000.

Funding Policy — Member Investment Plan (MIP) members enrolled in MIP prior to January 1, 1980
contribute a permanently fixed rate of 3.9% of gross wages. The MIP confribution rate was 4.0% from
January 1, 1887, the effective date of the MIP, until January 1, 1980 when it was reduced to 3.9%. Members
first hired January 1, 1890 or later and returning members who did not work between January 1, 1987
through December 31, 1988 contribute at the following graduated permanently fixed contribution rates: 3% of
the first $5,000; 3.6% of $5,001 through $15,000; and 4.35% of all wages over $15,000.

Basic Plan members make no contributions. For a iimited period ending December 31, 1992, an active Basic
Plan member could enroll in the MIP by paying the contributions that would have been made had enroliment
cccurred nitially on January 1, 1987 or on the date of hire, plus interest. MIP contributions at the rate of 3.9%
of gross wages begin at enrollment. Market rate interest is posted to member accounts on July 1% on all MIP
monies on deposit for twelve months, If @ member leaves MPSERS service and ne pension is payable, the
member's accumulated contribution plus interest, if any, is refundable.

The Academy is required to contribute the full actuanal funding contribution amount to fund pension benefits,
plus an additionat amount to fund retiree health care benefit amounts on a cash disbursement basis. The
pension benefit rate totals 17.74 percent for the period from July 1, 2007 through September 30, 2007, and
16.72 percent effective Oclober 1, 2007. The contribution requirements of plan members and the Academy
are established and may be amended by the MPSERS Board of Trustees. The Academy's contributions to
the MPSERS plan for the years ended June 30, 2008, 2007, and 2006 were approximately $182,000,
$162,000, and $8,200, respectively.

The Academy is not responsible for the payment of retirement benefits which is the responsibility of the State
of Michigan.

Post-Employment Benefits — Under the MPSERS Act, all retirees participating in the MPSERS pension
plan have the option of continuing health, dental, and viston coverages. Retirees having these coverages
contribute an amount equivalent to the monthly cost for Part B Medicare and 10 percent of the monthly
premium amount for the health, dental, and vision coverages. Required contributions for post-empioyment

health care benefits are included as part of the Academy’s total contribution to the MPSERS plan discussed
above.

Noie 11 — Risk Management

The Academy is exposed to various risks of loss related to property loss, torts, errors, and omissicns. The
Academy has purchased commercial insurance for general liability and property/casualty claims. Setiled
claims relating o the commercial insurance did not exceed the amount of insurance coverage in any of the
past three fiscal years.
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The daVinci institute
Budgetary Comparison Schedule - General Fund
Year Ended June 30, 2008

General
Original Final
Budget Budget Actual
Revenues:
Local souwrces ¥ 10480 & 40,688 § 35,160
State sources 1,895 168 2,060,105 1,998,978
Federal sources 61,002 80,851 109,273
Other 5750 128536 60,853
Total revenues 2072400 2,320,181 2,235 284
Expenditures:
Instruction 1,239877 1,347,247 1,261,804
Suppon services 751,248 871,887 832,340
Community services 3,000 1,500 298
Debt service 109,699 109.699 114,026
Total expenditures 2.103.022 2330343 _ 2206168
Met Changes in Fund Balances (31.522% (10.162) 30,096
Fund Balances - Beginning of Year 462 265 462,265 462,265
Fund Balances - End of Year 3 430,743 § 452,103 $ 492,361

16



Other Supplemental Information



Ll

9c9'2o! $

Ge0'2 geQ's §Z 6202 Y%BCY

218'cg 218'E9 064'l Y T4V A

6119 &L'LS 6Gv'p £e0e %8V

16586 185'85 FAR 4014 %8'F

oFL'es orlL'9s 1876 L20¢ %BZY

Z64°€5 Z64'E5 GLELL 0eoe %8C ¥

ZPS'LS FAZ MR Ge0'p1L 6102 %8P

£8E'6Y 19¢'6y zee'ol 810c %8e

LZE L L2821y 08Z'81 £10¢ %8TP

LPE'Gh LPE'GY 69202 910¢ %8TYy

oFpP'eYy obp'Er zaL'ee Gioe %8 Y

BZY'L¥ 6829 LY 646'CC 0T %8z ¥

188'6E £88'6C Les'se €102 %ET ¥

BLZ'8E BLZ'8E 8BE'LT zZL0z %8Z ¥

Qzo'ee 0Z29°9¢ L86'8C LLO2 %8e ¥

680'6E 680'Ge 8LG'0¢ QLoZ %8l

Lgg'ee $ Lcaee % 926'L¢ $ 8002 %8BTV £10'048 $  #00Z ‘62 Joquivydsg
8002 ‘0¢ aung Aanye sjuawasnbay Auanjey ajey anss) anss|
Bulpugsing [enuuyy 1S2U9JU| 10 IeoA 159.9)U} 10 Junoly 10 31eQ

aosuejey

JO JunoWwy Jea) |eosid

8002 '0¢ dunr
SS3UPBIGSPU| JO BINPBLOG
3ININSU] IDUIAED B

yueg susznig - puog



8l

Ivg'Sre %
62128 TANES 212l 1202 %086
7l8'vE Z{B'VE GiE'E Q0zoc¢ %06°¢G
¥66'2E ¥s6'ce A 6L0¢ %06'S
gr0'lLE gpo'le L0g's gl0z¢ %06'G
vz ez Sp2'62 00L'6 210¢ %08'S
T ALTA g822's¢ 690°EL gLo¢ %06°G
o028z 80zZ'8c Ot1'0L G102 %06'G
GGF e GG¥'¥e s R vLOZ %06'G
8£0'ce gen'ee g0E'GL £L0¢ %066
L99'tLZ 199'Lz 9g9'9l ¢lLOg %06°G
6vh'0C 61702 i68'4L LLOZ %06'S
voz'6l v9z'6l £80'6} 0L0z %066
6r1'glL % 6181 & 8102 $ 6002 %06°G 688'29¢ $ ¥00Z '6¢ Jeqweldag ueg suszily - puog
£00Z ‘D¢ sunp fAunyen sjuawalinhay Alunyey ajey anss|
Buipueysing Jenuuy }salajug Jo Jea) 150483 10 JUnowy
aouejeg J0 Junowy leaj [easid

8002 Qg sunp
$S8UPSIGEPU] JO BINPBYIS

21MNsu| 19UIAEP BY L



Report on Internal Control Over Financial Reporting
and on Compliance and Other Matters
Based on an Audit of Financial Statemenis
Performed in Accordance with
Government Auditing Standards

Board of Directors
The daVinci Instifute
Jackson, Michigan

We have audited the financiat statements of the governmental activities, each major fund, and the aggregate remaining
fund information of The daVingi Institute as of and for the year ended June 30, 2008, which collectively comprise the
Academy's basic financial statements and have issued our report thereon dated Cctober 1, 2008. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the standards
applicabie to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States.

Internal Control Over Financizl Reporting

In planning and performing our audit, we considered The daVinci Institute's internal control over financial reporting as a
basis for designing our auditing procedures for the purpose of expressing our opinion on the financial statemenis, but
not for the purpose of expressing an opinion on the effectiveness of the Academy’s internal control over financial
reporting. Accordingly, we do not express an opinion on the effectiveness of the Academy's internal control cver
financial reporting.

Our consideration of internal control over financial reporting was for the limited purpese described in the preceding
paragraph and would not necessarily identify all deficiencies in interna! control over financial reporting that might be
significant deficiencies or material weaknesses.

A control deficiency exists when the design or operation of a control does not allow management or employees, in the
normal course of performing their assigned functions, to prevent or detect missiatemenis on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the entity's
ability to initiate, authorize, record, process, or repert financial data reliably in accordance with generally accepted
accounting principles such that there is more than a remote likelihood that a misstatement of the Academy's financial
statements that is more than inconsequential will not be prevented or detected by the Academy’s internal control over
financial reporting. We consider the deficiencies described as 20408-1 and 2008-2 in the accompanying schedule of
findings and responses te be significant deficiencies in internat control over financial reporting.
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Board of Directors
The daVinct Instituie
Jackson, Michigan

A material weakness is a significant deficiency. or combination of significant deficiencies, that resulis in more than a
remote likelihood that 2 material misstaternent of the financial statements will not be prevented or detected by the
Academy's internal control.

Our consideration of the internal contro! over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify ail deficiencies in the internal control that might be
significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that are also
considered to be material weaknesses. However, we believe the significant deficiency described above as 2008-1,
to he a material weakness,

Compliance and Other Matiers

As part of obtaining reascnable assurance about whether The daVing institute’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements, noncompliance with which could have a direct and material effect on the determination of financiat
statement amounts. However, providing an opinion on compliance with those provisions was not an obiective of our
audit and, accordingly, we do not express such an opinion. The resuits of our tests disclosed no instances of
noncompliance that are required to be reported under Government Auditing Standards.

However, we noted certain matters that we have reported to management of The daVinci Institute in a separate letter
dated Cctober 1, 2008.

The daVinci Institute’s responses to the findings identified in cur audit are described in the accompanying schedule
of findings and responses. We did not audit the Academy's response and, acceordingly, we express no opinion on it

This report s intended for the information of the Board of Directors, management and pass-through entities, and is not
intended fo be and should not be used by anyone other than these specified parties.

Wit & cfaﬁa&a.ﬁ £

Willis & Jurasek, P.C.

October 1, 2008
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Board of Directors
The daVinci Institute
Jackson, Michigan

Scheduie of Findings and Responses
Finding 2008-1

Currently, the Academy's staff prepares the interim internal financial statements that allows for management and
oversight of the Academy, but relies on assistance from us in preparing the year-end financial statements and
footnotes. The annual financial statemenis for the vear ended June 30, 2008, required relatively few audit
adjustments, most of which the staff were aware nesded to be recorded. Effective for the year ended June 30,
2007, Statement on Auditing Standards #112 titled Communicating internal Control Related Malters ldentified in an
Audit {issued May 2008}, reguires us o communicate in writing when a client requires assistance o prepare the
year-end financlat statements and footnotes required in the annual audit report in accordance with accounting
principies generally accepted in the United States of America. We do not recommend any changes to this situation
at this time and communicate this as required by professional standards. We believe this meets the definition of a
material weakness as defined in Staterment on Auditing Standards #112.

Client Response

We are aware of this deficiency and betieve it is not cost beneficial in our situation fo develop this expertise. We will
cantinue to use our external auditors for this technical assistance. We would expect this situation to be ongeing in
future years.

Finding 2008-2

Currently, the Business Manager prepares the checks and also prepares the bank reconciliation, with no ohe else
reviewing the bank reconciliation. The Business Manager also prepares journai eniries and there is no review or
approval process for this function. We recommend someone outside the accounting department review the completed
bank reconcifiations and iournal entries.

Client Response

We agree with this recommendation and will implement procedures to allow for review processes of the above
mentioned functions.
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October 1, 2008

Board of Education
The da Vinci Institute
Jackson, Michigan

We have audited the financial statements of The da Vinci Institute for the year ended June 30, 2008, and
have issued our report thereon dated October 1, 2008. Professional standards require that we provide
you with the following information related to our audit.

Our Responsibility under Generally Accepted Auditing Standards

As stated in our engagement proposal, our responsibility, as described by professional standards, is to
plan and perform our audit to obtain reasonable, but not absolute, assurance that the financial statements
are free of material misstatement and are fairly presented in accordance with accounting principles
generally accepted in the United States of America. Because an audit is designed to provide reasonable,
but not absolute assurance, and because we did not perform a detailed examination of all transactions,
there is a risk that material errors, fraud, or iliegal acts may exist and not be detected by us.

As part of our audit, we considered the internal control of the Academy. Such considerations were solely
for the purpose of determining our audit procedures and not ¢ provide any assurance congerning such
internal conirol.

As part of obtaining reasonabile assurance about whether the financial statements are free of material
misstatement, we performed tests of the Academy's compliance with certain provisions of laws,
regulations, contracts, and grants. However, the objective of our tests was not to provide an opinion on
compiiance with such provisions.

Significant Accounting Policies

Management has the responsibility for selection and use of appropriate accounting policies. In
accordance with the terms of our engagement, we will advise management about the appropriateness of
accounting policies and their application. The significant accounting policies used by the Academy are
described in Note 1 to the financial statements. No new accounting policies were adopted and no other
applications of existing policies were changed during the current year. We noted no transactions entered
info by the Academy during the vear that were both significant and unusual, and of which, under
professional standards, we are required to inform you, or transactions for which there is a lack of
authoritative guidance or consensus.

Accounting Esfimates

Accounting estimates are an integral part of the financia! statements prepared by management and are
bagsed on management's knowledge and experience about past and current events and assumptions
about future events. Certain accounting estimates are particularly sensitive because of their significance
to the financial statements and because of the possibiiity that future events affecting them may differ
significantly from those expected. The most sensitive estimate affecting the financial statements was:

WiLLis & JURASF.K, P.C. Phone Nensher: (517 THE-S600
2505 Spring Arhor Road Fox Numibeer: (9571 7350872
Sunte 200 ' E-aafi wallis@willispe com
Teckson, MT #9253-30600 Wty s wavw wallispe com



> An asset appraisal was done for the prior year ended Jung 30, 2004, which was used to establish
the bulk of your fixed asset balances o be recorded in the Statement of Net Assets.

Audit Adjustments

For purpeoses of this letter, professional standards define an audit adjustment as a propesed correction of
the financial statements that, in our judgment, may not have been detected except through our auditing
procedures. An audit adjustment may or may not indicate matters that could have a significant effect on
the Academy's financial reporting process (that is, cause fufure financial statements to be materially
misstated). in our judgment, none of the adjustments we proposed, whether recorded or unrecorded by
the Academy, either individually or in the aggregate, indicate matters that could have a significant effect
on the Academy's financial reporting process. Management has approved all adjustments.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a matter,
whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing matter
that could be significant to the financial statements or the auditor's report. We are pleased to report that
no such disagreements arose during the course of our audit.

Consultations with Other Independent Accountants

in some cases, management may decide to consult with other accountants about auditing and accouniing
matters, simitar o obtaining a "second opinion” on certain situations. tf a consultation involves application
of an accounting principle to the governmental unit’s financial statements or a determination of the type of
auditor's opinionh that may be expressed on those statements, our professional standards require the
consulting accountant to check with us to determine that the consultant has all the relevant facts. To owr
knowledge, there were no such consultations with other accountants,

issues Discussed Prior to Retention of independent Auditors

We generally discuss g variety of matters, inciuding the application of accounting principles and auditing
standards, with management each year prior {0 retention as the Academy’s auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a
condition to our retention.

Difficuities Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing our audit.

Comments and Recommendations

Currently, the Academy does not use employment contracts and pays most staff from July - June for the
year beginning in September. We recommend the Beard consider the use of contracts as a management
tool for salaries and wages.

This information is intended sclely for the use of the Board of Education and management of the
Academy and is net intended to be and should not be used by anyone other than these specified parties.

Sincerely,

Witlis & Jurasek, L

Wiliis & Jurasek, P.C.



